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KEY ECONOMIC INDICATORS 
(In US$ Millions Unless Otherwise Stated) 


(The TT$ was devalued Dec. 17, 1985 from TT$2.4 to 3.6 = US1$). 
1984 


DOMESTIC ECONOMY: 

Population (Millions) 
Population (Growth %) 

GDP in Current $(M)* 

Per Capita GDP, Current $ 

GDP in TT$(M) (1970 Prices) 
GDP in TT$(M)(Current Prices) 
Consumer Price Index % Change 


PRODUCTION AND EMPLOYMENT: 

Labor Force (1,000s) 

Unemployment (Average %/Yr.) 

Govt. Operating Surplus or Deficit 
As GDP % (Current Prices) 


BALANCE OF PAYMENTS: 

Exports (FOB) 

Imports (CIF) 

Trade Balance (Merchandise) 

Current Account Balance 

Overall Deficit 

Foreign Debt (Year End) 

Foreign Debt (incl. state companies) 
Debt Service Ratio as % of Merchand. Exports 
Foreign Exchange Reserves (Yr. End) 
Average Exchange Rate for 1US$ 


-T&T TRADE: 

Exports to Trinidad (FAS) 587. 496. S225 
Imports from Trinidad (CIF) 1410. 1301. 833. 
Share of T'dad Imp. (%) a 38. 42. 
Share of T'dad Exp. (%) 57. 63. 61. 
Bilateral Aid - - - 


Principal U.S. Exports (1986): Aircraft, Mechanical Shovels, Petroleum 
Products, Wheat, Animal Feeds, Corn. 


Principal U.S. Imports (1986): Crude Oil, Fertilizers, Methyl/Alcohol, Steel 
Products. 


*Takes into account new exchange rate and revalued reserves. 





SUMMARY: 

Trinidad and Tobago is a small but relatively prosperous country in 
the Enzlish-speaking Caribbean -- only a few <ilometers off the 
South American mainland. Its economv has been in recession since 
1982, but Living standards are high by regional standards. Per 
capita income, which was the highest in the region in the early 
1980s, has slumped significantly since the end of the oil boom; it 
was just over US$4,000 at the beginning of 1987. Barring an 
unexpected jump in the price or production levels of oil and 

the economy of Trinidad and Tobago is expected to continue i 
current slump during 1987 and 1988. 


Increased investment in the non-oil sectors is providing hope of 
meaningful diversification in future years. The still-new 
government is strongly promoting this trend, but significant results 
are not likely before 1990. The U.S. market share of the country's 
imports and exports remains high in percentage terms, but import 
levels have been progressively tightened each year in the 
government's effort to slow the outflow of foreign exchange reserves. 


On the investment side, the country is worth serious consideration. 
A one-third devaluation in late 1985 has given the country a more 
competitive position regarding production costs. Comparative 
advantages derived from inexpensive energy and a hank of skilled 
workers, and a pro-investment attitude by the government, has 
improved the climate for new investment. 


BACKGROUND: 


The country's economy depends to a large degree on petroleum 
production for income. This sector has been dominant for over 60 
years and still accounts for some 25 percent of the gross domestic 
product. Since the oil boom began to fade in 1982, the 
diversification into petrochemicals -- particularly ammonia and urea 
for fertilizer and methanol -- has played an increasingly important 
role. Some of these petrochemical projects involve substantial 
joint ventures with U.S. companies such as W.R. Grace and AMOC9. 

In 1985, government entities bought the U.S. partners' shares in the 
local operations of two oil companies. The U.S. oil companies had 
been seeking to sell their shares. 


The petroleum boom of 1974-82 was responsible for this two-island 
nation attaining the third highest per capita GDP in the Western 
Hemisphere after the United States and Canada. Inflation was very 
high during those vears as a result of the domestic consumption 
pattern that developed. 
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A one-third devaluation of the Trinidad and Tobago (TT) dollar was 
effected in late 1985 as a response to decreased oil revenues and to 
help bring local production costs into a more competitive range. 

GDP in 1986 was US$4.8 billion, or US$4,029 per capita (a 
considerable drop from the US$7,000 per capita in the heady days of 
1981-82). Inflation was held to just under 8 percent in 1985 and 
1986, but could increase to 20 or 22 percent in 1987 due to the 
effects of higher food and pharmaceutical prices when the 
preferential exchange rate was dropped in January. Unemployment has 
been increasing by some 2 percent annually during the 4-plus years 
of economic recession; the average unemployment for 1987 is 
expected to be in the 20 percent range. 


The government has increased its efforts to promote the exports of 
manufactured products and to take advantage of the Caribbean Basin 
Initiative by developing new exports for the U.S. market. Recent 
investments include metal castings, plastics, and electronics 
assembly. (The devaluation of the currency from TT$2.4 to TT$3.6 
per US$1 in December 1985 was intended, in part, to aid the export 
effort.) There is also keen interest in expanding production of 
several textile/apparel firms to take advantage of the '807 Program" 
export opportunities, whereby U.S. textiles are sewn into apparel 
and reexported to the United States. 


The new "National Alliance for Reconstruction" Government, which 
took office in December 1986, still has many difficult economic 
decisions to make in order to keep the economy stable while 


continuing the drive for industrial diversification. Austerity and 
sacrifice were called for in Prime Minister Robinson's first annual 
budget presentation in January 1987. Another theme of the new 
government is divestment, that is, reversing the tendency to rely on 
the parastatal company mechanism as was done by the previous 
governments in the 25 years since Trinidad and Tobago gained 
independence. 


FINANCIAL CONDITIONS: 


Trinidad and Tobago sustained a deficit of US$659 million on its 
balance of payments in 1986, a marked deterioration from the US$106 
million deficit in 1985. The outcome for 1986 reflected 
deterioration of both current and capital accounts. The balance on 
current account moved from a deficit of less than $65 million or 0.8 
percent of GDP in 1985 to a deficit of over $532 million or 11 
percent of GDP in 1986. At the same time, the capital account 


shifted from a surplus of $66 million in 1985 to a deficit of $40 
million in 1986. 
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The widening of the current account deficit in 1986 from US$65 
million to US$532 million resulted mainly from the poor performance 
on the merchandise trade account, which previously had more nearly 
compensated for the negative balance in invisibles. The merchandise 
account was still barely positive in 1986, but suffered from the 
precipitous drop in petroleum prices during the year. 


Foreign exchange reserves at the end of 1986 were US$335.6 million, 
down approximately 67 percent from the 1985 figure of US$1 billion. 
Through mid-year 1987, reserves were maintained at about US$330-350 
million. This figure is the equivalent to 3 months' import 
coverage. The govenment would like to rebuild to a more comfortable 
5-6 months' coverage, but this is unlikely as long as prices of the 
primary revenue source, oil, remain low. 


Total public sector debt, which includes government guaranteed debt 
for state enterprises, outstanding at the end of 1986 was estimated 
at TT$7.8 billion or 44.6 percent of GDP. The external debt 
component was TT$5.6 billion or 32.2 percent of GDP. The external 
debt was equivalent to US$1.6 billion. 


The direct indebtedness of the central government -- that is, 

excluding the part of public debt carrying its guarantee -- at the 
end of 1986 amounted to US$1 billion. External obligations account 
for 67.3 percent of central government debt, that is, US$892 million. 


For central government fiscal operations, provisional data show that 
the overall deficit declined to US$324 million or 6.7 percent of GDP 


at current market prices compared with 7.2 percent in 1985. The 
1986 fiscal deficit was largely financed (86 percent) by advances 
from the Central Bank to the government. Wages and salaries are the 
largest component of current expenditure (US$770 million), 
accounting for approximately 50 percent in 1986. 


DOMESTIC ECONOMY: 


The economy continued to weaken in 1986 when GDP fell both in real 
and nominal terms for the 4th consecutive year. In each case, the 
rate of decline accelerated in 1986 on account of deteriorating 
performances of both the petroleum and non-oil sectors. 


In 1986, the real value added in the oil sector fell by 0.7 percent 
in contrast to an average annual increase of 10.7 percent in 
1983-85. The rate of decline in the non-oil sector increased in 
1986 as real value added fell by 7.4 percent compared with a decline 
of 5S percent in 1985. 
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The decline was felt principally in the construction and quarrying 
(-18.4 percent), the distribution (-16.9 percent), and the finance 
and real estate (-13.3 percent) sectors. There was a significantly 
stronger and broadly based performance by the manufacturing sector 
where value added grew by 5.2 percent; agriculture also improved for 
the second year. 


At current prices, the decline in GDP was particularly sharp in the 
petroleum sector where value added fell by 24.8 percent. This 
resulted primarily from the collapse in oil prices on the 
international market. Despite the overall decline in the non-oil 
sector, there were, however, encouraging improvements in the key 
areas of agriculture and manufacturing in which value added 
increased by 7.7 percent and 12.8 percent, respectively. 


ENERGY: 


Oil production declined 4 percent in 1986 to average 168,913 barrels 
per day. Marine production accounted for 76 percent and land 
production 24 percent. The fall in crude output was mainly 
attributable to the natural decline of existing wells and to a major 
fire at a main field. A total of 222,500 meters (730,135 feet) were 
drilled, 11.9 percent more than in 1985 and 120 rig-months were 
completed in 1986 compared with 118 in 1985. Total throughput of 
4.8 million cubic meters was 4 percent more than in 1985, though 
equivalent to only 27 percent of the present rated capacity of the 
refineries. 


Gas: Production of natural gas in 1986 amounted to 7.6 billion 
cubic meters, virtually the same as in 1985. AMOCO's production 
accounted for 85.2 percent of the country's total production, 
TRINMAR 7.6 percent, and the land-based oil companies TRINTOC and 
TRINTOPEC produced 7.2 percent. 


Petrochemicals: In 1986 production of nitrogenous fertilizers 
increased to an all time high of 1.9 million tons, 13.2 percent 
higher than in 1985. Plant capacity utilization for the industry as 
a whole averaged 95 percent. Exports of nitrogenous fertilizers 
increased 7.2 percent from 1985 to 1.6 million tons, yet the 
estimated value was US$146 million compared with US$202 million in 
1985. This was caused by the world market price which dropped 
approximately 26 percent. 


AGRICULTURE: 


Agriculture is of increasing importance to the national economy, and 
its contribution to GDP (current prices) has increased from 4.1 
percent in 1983 to 5.4 percent in 1986. The government operates the 
Agricultural Development Bank (ADB), which grants credit to farmers 
through soft loans as part of the government's effort to aid the 
agricultural sector. 
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Sugar production amounted to 92,300 tons, an increase of 14 percent 
over the 1985 level, which was itself 25.2 percent higher than in 
1984. Total exports of sugar in 1986 amounted to 57,200 tons, 13.3 
percent lower than in 1985, but adequate to satisfy the country's 


Full quota under agreements with the European Community and the 
United States. 


Cocoa production increased in 1986 by 9.1 percent to 1.4 million 
kilograms, with virtually all of it being exported. Coffee 
production fell by 37.7 percent to 1.3 million kilograms in 1986 due 
to unfavorable weather conditions, while exports increased 6.2 


percent to 801,500 kilograms, drawing down accumulated stocks from 
1985. 


Caroni Ltd., the wholly owned government sugar company and largest 
landowner, has been charged with the diversification program of 
moving from sugar to the production of food crops. Expanded 
production in vegetables, rootcrops, pulses, citrus, rice, fish, 
dairy, and beef are envisioned. By increasing production of food 
crops and exports of nontraditional crops, and by rejuvenating 
specific crops with good markets such as coffee and cocoa, Trinidad 
and Tobago could ease its unemployment situation in the short tern, 
earn additional foreign exchange, and conserve on foreign reserves 
by reducing its food import bill. 


MANUFACTURING: 


The improvement in the manufacturing sector is evidenced by the 5.2 
percent increase in real value added and 12.8 percent increase in 
GDP at current prices. The improvement in the sector's performance 
resulted partly from the devaluation which created a measure of 
competitive advantage for the local manufacturing sector. The most 
significant increase occurred in the “assembly-type and related 
industries" category. This increase was largely due to the steady 
rise in the production of the metal-based industries, particularly 
the manufacture of building materials. 


During 1986 one of the three motor vehicle assembly plants was 
closed, and another introduced a 4-day work week in response to a 
lower demand. Motor vehicles assembled in 1986 amounted to 10,650 
units compared with 22,934 and 15,690 in 1984 and 1985, 
respectively. Further reductions are expected in 1987, reflecting 
greatly increased prices; the rise in prices reflects the higher 
cost of completely-knocked-down (CKD) assembly kits from Japan. 





CONSTRUCTION: 


The rate of decline in construction activity slowed somewhat in 
1986, as real value added fell by 18 percent compared with declines 
of 24 percent in 1985 and 20 percent in 1984. The lower rate of 
decline in construction activity occurred in spite of a severe cut 
in capital spending by the government to about one-half of the 1985 
level. Also loans and advances to the construction sector declined 
From TT$537.9 million in 1984 to TT$403.3 million in 1986. The 
government is putting into place a "communal self-help" housing 
program which it hopes will spur the construction sector and thus 
ease the level of unemployment in this sector. 


TOURISM: 


Though ignored during the oil boom years, the tourism sector is now 
thought of as helping to cushion the effect of lower oil prices, 
create new jobs, stimulate other areas of the economy, and earn 
foreign exchange. The tourism sector is the second highest earner 
of foreign exchange, after oil. The main market for the country's 
tourism is North America. Many of the tourists from this area are 
nationals returning for a visit. The government is now focusing on 
hotel development, offering various tax incentives to investors in 
this area. The government also is committed to certain significant 
infrastructural improvements: namely, a deep water harbor and 
airport runway extension in Tobago. However, the government 
realistically recognizes the tough competition from other Caribbean 
islands and is therefore not aiming for mass tourism. Rather, 
Trinidad and Tobago wishes to emphasize its unique physical and 
cultural aspects to attract the upscale tourist dollar. 


EXCHANGE AND IMPORT CONTROLS: 


The Trinidad and Tobago dollar was devalued from TT$2.4 to 3.6 
against the U.S. dollar on December 17, 1985. However, the 2.4 
exchange rate was retained as a preferential rate for basic 
foodstuffs and medicines until January 1987 when the government 
unified the exchange rate at TT$3.6 to US$1. 


The government employs control on imports to preserve foreign 
exchange, protect domestic industries, and assist in the balance of 
payments. Manufacturers can apply to the Ministry of Industry and 
Enterprise to have their product placed on the Negative List. Any 
product which appears on the Negative List can only be imported with 
a specific license granted by the same ministry. Applications for 
foreign exchange are reviewed by the Central Bank authorities. 
Approvals often are granted at a reduced amount of foreign 
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exchange, or are denied. The government has announced preferential 
foreign exchange allocations to those companies which ultimately 
export their product and are net foreign exchange earners. It 
intends to codify this policy under the guidelines outlined in the 
Investment Policy of August 1987. 


Foreign businesspeople must register their investments with the 
Central Bank. This authority monitors and approves repatriation of 
profits and capital. An agreement approved by the Central Bank 
before operations begin ensures remittances on the agreed schedule. 


GOVERNMENT INVESTMENT POLICY: 


The government issued a new Investment Policy on August 27, 1987. 
Although legislative action will be necessary in some areas to fully 
effect this policy, it clearly indicates the government's 
pro-investment stance. The government intends to concentrate on 
developing the industrial, agribusiness, and service sectors of the 


economy by encouraging the investment of both local and foreign 
capital. 


Joint ventures are the preferred mechanism for foreign investment, 
though holdings up to 100 percent foreign-held will be considered on 
a case-by-case basis. The larger, export oriented, foreign exchange 
earning operations are those likely to be considered for greater 
than 50 percent ownership. The government continues to be prepared 
to offer the infrastructure, support facilities, and fiscal 


incentives to investors. In addition to earning foreign exchange, 
the government is interested in those operations and investments 
that create a significant number of jobs, use local raw materials, 
and offer prospects for expansion particularly in technology. 


The government has identified the following areas for new 
investment: fisheries, wood and ceramic based industries, glass 
products, light engineering, garments/textile mills, metal 
finishing, chemicals, plastics, downstream steel products, 
electrical and electronic and computer-related products, 
gas/petrochemicals industry, asphalt, waste recycling, hotel 
development, and support service industries. 


The coordination of foreign investment has been entrusted to the 
Industrial Development Corporation (IDC). The IDC has set up a 
"one-stop shop," formally known as the Investment Coordinating 
Committee, to facilitate and expedite the necessary reviews and 
approvals investors need from the various ministries and statutory 
boards. The chairman and managing director of the IDC are the key 
individuals to assist firms considering an investment. 
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The government is also interested in attracting investors in its 
attempts to divest several of its state enterprises. The government 
wholly owns or is a majority sharehold2r in some 65 companies. The 
companies are varied in size and range of operations, from 
relatively small investments in printing, electronics, meat 
processing, etc. to substantial ones in agriculture, energy, 
transportation, and utilities. The government is open to proposals 
on any range of equity participation in its state companies, though 
again a joint venture is likely the preferred mechanism. 


CARIBBEAN BASIN INITIATIVE (CBI): 


Trinidad and Tobago has been designated a CBI-beneficiary country 
under the Caribbean Basin Economic Recovery Act of 1983, which 
provides customs duty-free entry to the U.S. market for a broad 
range of products. To be eligible for duty-free treatment, an 
article must be grown, produced, or manufactured in one or more CBI 
beneficiary countries and imported directly into the United States. 
At least 35 percent of the cost or value of the article must be 
attributable to direct costs of processing in Trinidad and Tobago or 
other countries qualifying for CBI trade benefits. U.S.-origin 
materials may be counted toward 15 percentage points of the 35, 
leaving 20 percent of the value to be added in a CBI country. 
Material from Puerto Rico and the U.S. Virgin Islands may count 
toward the full 35 percent. 


If the article contains or is made from materials originating from a 
non-CBI countrv, the final product must be an article of commerce 
"new and different"' from the foreign materials used in its 
manufacture. Achieving this transformation must entail a 
Significant effort. This is often called the "substantial 
transformation" requirement. 


To protect sensitive U.S. industries, the following articles do not 
receive duty-free entry: canned tuna; petroleum and petroleum 
products; footwear; luggage, handbags, and flatgoods; leather, 
rubber, or plastic gloves; leather wearing apparel; watches and 
watch parts, if any material originated in a communist country; and 
textiles and apparel (with notable exceptions under the 807 Program). 


Tariff Schedule of the United States (TSUS) Item 807 permits reduced 
duty treatment based on the value of components manufactured in the 
United States, assembled abroad, and then returned. In addition, 
there is a type of "Super 807" program under the Guaranteed Access 
Levels (GALS) already negotiated between the Governments of Trinidad 
and Tobago and the United States. For textile articles assembled in 
Trinidad and Tobago from fabric formed (woven) and cut in the 
United States, customs duties will be levied only on 
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the value-added in CBI countries, not on the fabric parts coming 
From the United States. CBI countries may request increases in GALS 
at any time. Also, for apparel not produced from fabric formed and 
cut in the United States, the Governments of Trinidad and Tobago and 
the United States have negotiated a Designated Consultation Levels 
(DCLS). Though DCLS are less favorable than GALS, they (DCLS) are 
generally more liberal than the treatment accorded non-CBI 
countries. With limits on imports to the United States from 
traditional suppliers (that is, the Far East), Trinidad and Tobago's 


GALS and DCLS can be quite attractive to investors in the apparel 
industry. 


936 FINANCING/PUERTO RICO: 


A revision to Section 936 of the U.S. Internal Revenue Code permits 
funds generated in Puerto Rico to be invested in CBI beneficiary 
countries. To qualify for these funds, beneficiary countries must 
sign a bilateral Tax Information Exchange Agreement (TIEA) with the 
United States. Trinidad and Tobago has yet to conclude this 
agreement with the United States, but is considering doing so. 
Typically, those that qualify for financing will be "twin plants" in 


which a CBI country operation complements what is in place in Puerto 
Rico. 


CARICOM: 


Trinidad and Tobago is a member of CARICOM, along with Barbados, 
Jamaica, and other English-speaking Caribbean countries. The intent 
of CARICOM is to have a free market of goods among the countries in 
the Caribbean (including Belize and Guyana). Measures implemented 
by member states to conserve foreign exchange have resulted in a 
substantial reduction in intra-regional trade which peaked in 1981 
and has since fallen at an average annual rate of 8 percent. 
Trinidad and Tobago, which was a major market for the goods of 
CARICOM members, particularly during the oil boom, has seen 
CARICOM's share of its total value of imports fall from 6.4 percent 
in 1985 to 4.5 percent in 1986. Similarly, Trinidad and Tobago's 
share of total value of exports to CARICOM have fallen from 11.6 
percent in 1985 to 9.4 percent in 1986. Before CARICOM trade can 
improve, the members must address major tariff and non-tariff 
barriers to intra-regional trade, including infringements of the 
rule of origin, licensing systems, stamp duties, discriminatory 


taxes, and restrictive payment procedures such as exchange control 
systems. 





TRADE: 


The United States is Trinidad and Tobago's major trading partner. 
More than 60 percent of the country's exports are purchased by the 
United States (US$833.2 million). The major items exported to the 
United States for 1986 in U.S. millions of dollar value included: 
oil ($705.6), fertilizers ($44.5), methyl alcohol ($12.3), and steel 
products ($11.2). 


The United States supplied more than 40 percent of the total value 

of goods imported into Trinidad and Tobago (US$522.8 million). The 

major imported items from the United States for 1986 in U.S. 

millions of dollar value included: aircraft ($48.7), mechanical 

shovels ($42.3), petroleum products ($16.5), wheat ($15.6), animal 

Seri ee corn ($11.0), aircraft parts ($10.9), and compressors 
10.1). 


Trinidad and Tobago's trade picture for 1986 gave clear indications 
that the devaluation and the emphasis on diversification of industry 
are having the desired effect. Petroleum accounted for only 72 
percent of total exports, down from 82 percent in previous years. 
That was due largely to the lower prices for oil, but partly to real 
increases in other export categories. Exports of manufactured goods 
made a substantial gain, from 2.1 to 7.4 percent of the total, the 
chemical export component increased from 13.3 to 15.3 percent, and 
food/beverages increased from 2.1 to 4.1 percent of exports. The 
exports of food/beverages and manufactured goods continued to show 
growth in the first trimester of 1987. 








